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2 3 Ltr. Rul. 9114024, no date given, 1991 (child and
grandchild deceased; transfers to great grandchildren
from those descendants exempt).
2 4 I.R.C. § 2613.
2 5 Ltr. Rul. 9105006, Oct. 22, 1990.
2 6 Id.
2 7 I.R.C. § 2612(a).
2 8 I.R.C. § 2612(a)(1).
2 9 I.R.C. § 2612(b).
3 0 I.R.C. § 2651(b).
3 1 I.R.C. § 2651(c).
3 2 I.R.C. § 2651(d).  See N. 26 supra.
In the next issue:
Generation Skipping — The $1
Million Exemption
by Neil E. Harl
CASES, REGULATIONS AND STATUTES
by Robert P. Achenbach, Jr.
ADVERSE POSSESSION
CONTINUOUS USE .  The defendants presented
evidence that the disputed land was used by them
continuously for grazing; that the defendants built or
maintained the fences enclosing the disputed land; that the
defendants built corals, pens and a small shack on the
disputed land and raised crops on the land. In upholding a
jury verdict for the defendants, the court held that the
defendants presented sufficient evidence of continuous use
of the disputed land to support title by adverse possession.
Butler v. De La Cruz, 812 S.W.2d 422 (Tex.
Ct. App. 1991).
BANKRUPTCY
  GENERAL  
AVOIDABLE LIENS.  The debtor claimed a
homestead exemption in a residence and sought avoidance
of a judicial lien against the residence because the lien
impaired the exemption.  The Ohio exemption allowed an
exemption against "execution, attachment or judgment"
but the judgment creditor in the case had not yet attempted
an execution of the judgment lien and argued that the lien
did not yet impair the exemption.  The court held that the
filing of the bankruptcy petition functioned as an
"execution" of all creditors' liens and caused impairment of
the exemption under state law.  In addition, the court held
that under Owen v. Owen, 111 S.Ct. 1833 (1991), the test
is whether the judgment lien impairs an exemption to
which the debtor would be entitled but for the lien.  Thus,
under both reasons, the judgment lien was avoidable.  In
re  Conyers, 129 B.R. 470 (Bankr. E.D. K y .
1991) .
EXEMPTIONS.  The debtors owned a residence as
tenants by the entirety and claimed a homestead exemption
for the residence.  The trustee proposed to sell the residence
and distribute the proceeds among the joint creditors,
arguing that the residence was subject to joint debts of the
debtor and nondebtor spouse.  One creditor of the debtor
asserted a joint claim based upon the nondebtor spouse's
pre-bankruptcy agreement to refinance the mortgage on the
house in order to repay the creditor.  The court denied the
request to sell the house because the agreement did not
create any obligation on the nondebtor spouse for the
creditor's claim; thus, the residence was not subject to any
joint debts.  In re Wickham, 130 B.R. 35 (Bankr.
E.D. Va. 1991).
The court held that the exemption under Utah Code §
78-23-6(3) did not apply to the debtor's interest in an IRA.
In re  Swenson, 130 B.R. 99 (Bankr. D. Utah
1991) .
The debtor claimed an exemption, under Ill. Code Civ.
Proc. § 12-1006, for the debtor's interest in an ERISA
qualified retirement plan.  The court held that the Illinois
exemption was preempted by ERISA and that ERISA did
not provide a federal nonbankruptcy exemption.  In re
Wimmer, 129 B.R. 563 (C.D. Ill. 1991), aff'g,
121 B.R. 539 (Bankr. C.D. Ill. 1990).
The debtor claimed an exemption, under Ind. Code §
34-2-28-1(a)(6), for the debtor's interest in an ERISA
qualified pension plan.  The Indiana exemption included
interests "in a pension fund, individual retirement account,
or a similar fund, either public or private."  The court held
that the exemption was not preempted by ERISA but was
unconstitutional under the U.S. Constitution as too broad
and under the Indiana Constitution because the amount of
the exemption was not limited to a "reasonable amount."
In re  Garvin, 129 B.R. 598 (Bankr. S.D. Ind.
1991) .
The debtor claimed a homestead exemption in a house
in which the debtor owned a remainder interest in a house
subject to a possessory life estate of debtor's grandmother.
The court held that the debtor's interest in the house was
insufficient to support a homestead exemption because the
debtor could not prove that the debtor's residence in the
house was imminent.  In re  Dennison, 129 B . R .
609 (Bankr. E.D. Mo. 1991).
  CHAPTER 12  
PLAN.  The debtor's Chapter 12 plan proposed to pay
one secured claim over 30 years with 5 percent interest and
another secured claim outside of the plan for 30 years at 7
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percent interest.  The debtor offered no testimony or
argument to support the interest rates as providing the
creditors with the present value of their claims as paid
under the plan.  The court held that based on the evidence
of the creditors that the prevailing market rates of interest
for similar loans were between 10.25 and 13.75 percent,
the debtor's plan did not provide the secured creditors with
the present value of their claims and the plan was not
confirmed.  In re  Mason, 129 B.R. 990 (Bankr.
W.D. N.Y. 1991).
The Chapter 12 debtor's plan provided for payment in
full of a secured creditor's claim by transferring some of
the real property securing the claim to the creditor
sufficient, at the value set by the bankruptcy court, to
repay the creditor.  The plan was confirmed over the
objections of the secured creditor who argued that the
creditor should have retained a lien on the remainder of the
collateral real property to cover any deficiency upon sale of
the property transferred under the plan.  On appeal, the
District Court agreed with the creditor, holding that 11
U.S.C. § 1225(a)(5)(C) required transfer of all property
securing a creditor's lien before a plan could be confirmed
over objection of the creditor.  On remand, the Bankruptcy
Court affirmed the plan after the debtor modified the plan
to include a lien for the secured creditor on unsurrendered
property.  In re  Kerwin-White, 129 B.R. 3 7 5
(Bankr. D. Vt. 1991), on rem. f rom , 109 B . R .
627 (D. Vt. 1990).
  CHAPTER 13  
PLAN .  The debtor's Chapter 13 plan provided that
the unsecured creditors would receive full payment over the
36 months of the plan but did not provide for interest on
the deferred payments.  The trustee and U.S. Trustee
objected to the plan under Section 1325(b)(1)(A) in that
the unsecured creditors would not receive the "present
value" of their claims because interest was not to be paid
on the deferred payments.  The court held that Section
1325(b)(1)(A) did not require that unsecured creditors
receive the "present value" of their claims and confirmed
the plan.  Matter of Eaton, 130 B.R. 74 (Bankr.
S.D. Iowa 1991).
  FEDERAL TAXATION  
BAD DEBTS.  Due to fraud and mismanagement by
the sole shareholders of a mortgage company debtor, the
losses of the company from bad debts could not be
allocated accurately to the taxable years in which the debts
became worthless.  The IRS used a reserve bad debt
account method to assign the bad debts to taxable years but
the trustee allocated the total bad debts equally among the
taxable years involved.  The court held that as a claimant
in bankruptcy, the IRS had the burden of proof of
allocation of the bad debts among the taxable years and
failed to demonstrate that the trustee's method of allocation
was erroneous; therefore, the trustee's method would be
used to allocate the bad debts among the debtor's taxable
years.  IRS v. Levy, 130 B.R. 28 (E.D. Va.
1991) .
CLAIMS.  Although the IRS had filed timely claims
for excise taxes for the debtor's 1983 and 1984 tax years,
the IRS filed an additional claim for 1986 excise taxes
more than four years after the claims bar date.  The court
held that the additional claim would not be allowed because
the IRS provided no explanation for the delay, the
additional claim would decrease the payments to timely
filed unsecured claims and the claim did not relate to the
timely filed tax claims.  In re  Oasis Petroleum
Corp., 130 B.R. 89 (Bankr. C.D. Cal. 1991).
An IRS late-filed claim amendment for over $2 million
in unpaid taxes was denied because the amendment was
significantly different from the original claim for $11,000.
The existence of an ongoing audit of the tax returns for the
tax years subject to the claim did not excuse the IRS
failure to seek extension of time to file claims.  In re
Stavriotis, 129 B.R. 527 (N.D. Ill. 1991 ) ,
aff'g , 103 B.R. 1005 (Bankr. N.D. Ill. 1989).
An IRS late filed claim for taxes was not allowed
where the claim did not relate to a timely filed claim
because the two claims involved different taxable years of
the debtor.  In re Baker, 129 B.R. 607 (E.D. M o .
1991) .
DISCHARGE.  When the debtors filed their Chapter
13 case, the schedules listed an unsecured debt owed to the
IRS of zero, although the IRS had notified the debtors of a
proposed assessment of $650,000 for deficiencies resulting
from the debtors' corporation.  The IRS did not file a claim
in the case and did not object to the debtors' plan which
provided for 100 percent payment of all allowed unsecured
claims.  Eight months after confirmation of the plan, the
debtors were granted a discharge.  The debtors filed the
instant action to determine that the tax claims were
discharged.  The IRS objected and asserted for the first time
that the tax claim made the debtors ineligible for Chapter
13.  The court held that the IRS's failure to file a claim or
object to the plan until after discharge barred the IRS from
asserting the claim and from objecting to the debtors'
eligibility for Chapter 13.  Therefore, the taxes were
discharged.  In re  Jones, 129 B.R. 1003 (Bankr.
N.D. Ill. 1991).
In 1984, the IRS filed substitute income tax returns for
the debtor's 1979 through 1983 tax years and the debtor
sought discharge of the tax liability for those years.  The
court held that the tax liability for those years was not
dischargeable because the debtor did not file returns for
those years.  In re  Rench, 129 B.R. 649 (Bankr.
D. Kan. 1991).
The debtors were assessed for a tax deficiency for
taxable years more than three years before the bankruptcy
filing and were assessed penalties for understatement of
tax, I.R.C. § 6661, and interest for a tax motivated
transaction, I.R.C. § 6621(c).  However, net operating
losses from a later taxable year eliminated the underlying
tax liability and the debtors sought discharge of the
penalties and interest.  The court held that the penalties
were dischargeable but that the interest was not.  In re
Hopkins, 91-2 U.S. Tax Cas. (CCH) ¶ 5 0 , 4 3 8
(N.D. Tex. 1991).
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TAX LIENS.  The court held that IRS pre-petition
tax liens were not avoidable in bankruptcy and remained
valid against exempt property after bankruptcy.  In re
Rench, 129 B.R. 649 (Bankr. D. Kan. 1991).
FEDERAL
AGRICULTURAL
PROGRAMS
BORROWERS' RIGHTS.  The defendant Farm
Credit Bank held title to farm land deeded from the
plaintiffs in lieu of foreclosure.  The bank decided to sell
the land to third parties and sent the plaintiffs notification
which included an offer to sell the land to the plaintiffs at
the appraised value.  The plaintiffs returned the offer with
several changes which were rejected by the bank.  The
bank then proceeded with the sale but first leased the land
to the buyers.  The plaintiffs argued that the bank violated
the Agricultural Credit Act of 1987 in failing to accept the
counteroffer and for failing to give the plaintiffs the right
of first refusal to lease the land.  The court held that the
plaintiffs did not have a private right of action to enforce
the 1987 Act.  Logan Ranch v. Farm Credit Bank,
238 Neb. 814, 472 N.W.2d 704 (1991).
COTTON.  The CCC has issued proposed regulations
establishing the acreage reduction percentage for the 1992
crop of upland cotton at between 5 and 15 percent.  5 6
Fed. Reg. 46574 (Sept. 13, 1991).
FARMLAND PRESERVATION.  The FmHA
has issued proposed regulations implementing the
Agricultural Resource Conservation Demonstration
Program under which the FmHA provides guaranteed loans
to states for farm land preservation programs.  56 Fed.
Reg. 48116 (Sept. 24, 1991).
PRICE SUPPORT.  The CCC has adopted as final
regulations the support rates for 1991 crops-
Wheat $2.04 per bushel
Corn $1.62 per bushel
Barley $1.32 per bushel
Oats $.83 per bushel
Grain sorghum $1.54 per bushel
Rye $1.38 per bushel
Rice $6.50 per hundredweight
Soybeans $5.02 per bushel
Oilseeds $.089 per pound
Quota peanuts $642.79 per ton
Additional peanuts $149.75 per ton
56 Fed. Reg. 47125 (Sept. 18, 1991).
WAREHOUSES.  The CCC has adopted as final
regulations authorizing warehousemen to store sunflowers,
canola, rapeseed, safflower, mustard, and other oilseeds.
56 Fed. Reg. 46369 (Sept. 12, 1991).
FEDERAL ESTATE AND
GIFT TAX
ESTATE FREEZES.  The IRS has issued
additional proposed regulations under the estate and gift tax
valuation rules governing valuation of retained interests in
gifts.  The first set was discussed at p. 78 supra.
Where a decedent has had an "applicable retained
interest" in a gift valued under the special valuation rules
of I.R.C. § 2701, the decedent's estate is entitled to a non-
refundable credit against the federal estate tax, prior to
application of the unified credit, equal to the increase in the
gift tax on the transfer resulting from the special
valuation.  Prop. Treas. Reg. § 25.2701-5.
Where a transferor transfers a retained interest in
property which was transferred in trust to a family member
and which was valued under I.R.C. § 2702, the transferor
is entitled to reduce the transferor's aggregate taxable gifts
by the lesser of (1) the increase in the transferor's taxable
gifts resulting from the Section 2702 valuation or (2) the
increase in the transferor's taxable gifts or gross estate
resulting from the subsequent transfer.  Prop. Treas.
Reg. § 25.2702-6 .  If the transfer of the retained
interest is treated as made one-half by the transferor's
spouse, the one-half of the reduction is assigned to each
spouse unless the spouse assigns the interest in the
reduction to the other spouse.  Prop. Treas. Reg. §
25.2702-6(a)(3) .  The assignment is to be attached to
Form 709.
As provided in the statute, the proposed regulations
provide that the lapse of a voting right or liquidation right
created after October 8, 1990, in a corporation or
partnership is treated as a transfer occurring immediately
prior to the lapse, if the entity is controlled by the holder
and family before and after the lapse.  Life time lapses are
treated as gifts and lapses at death are transfers included in
the holder's gross estate.  Prop. Treas. Reg. §
25.2704-1.  Voting rights include a right to vote on any
matter concerning the entity.  A liquidation right is any
right to compel the entity to acquire all or a portion of the
holder's equity interest in the entity, but need not result in
liquidation of the entity.  A lapse includes the restriction
or elimination of an exercisable right but does not include
the transfer of the right unless the transfer irrevocably
reduces the holder's aggregate voting power, in which case
the transfer is considered a lapse of a liquidation right to
the extent of the decrease in the holder's power to compel
liquidation of an interest other than the interest conferring
the power.  Prop. Treas. Reg. § 25.2704-1(d) .
These rules do not apply to the extent the holder and the
members of the holder's family after the lapse cannot
liquidate an interest which the holder could have liquidated
prior to the lapse.  Prop. Treas. Reg. § 25 .2704-
1(e) .  Liquidation rights are to be determined under state
law.  Prop. Treas. Reg. § 25.2704-1(e)(1).  These
rules also do not apply to voting or liquidation rights
previously valued in the hands of the holder under I.R.C. §
2701.  Prop. Treas. Reg. § 25.2704-1(e)(2).
For purposes of valuing interests in corporations or
partnerships transferred to or for the benefit of a member of
the transferor's family, "applicable restrictions" created
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after October 8, 1990 are disregarded if the transferor and
members of the transferor's family control the entity
immediately before the transfer.  Prop. Treas. Reg. §
25.2704-2 .  An "applicable restriction" is a restriction
on the ability to liquidate all or a portion of the entity
beyond the normal rights to liquidate under state law and
where the restriction can lapse by its own terms or be
removed by the transferor, the transferor's estate or a
member of the transferor's family immediately after the
creation of the restriction.  Prop. Treas. Reg. §
25.2704-2(b) .  Restrictions imposed by unrelated
persons providing financing to the entity or imposed by
state or federal law are not applicable restrictions.  5 6
Fed. Reg. 46245 (Sept. 11, 1991).
GENERATION SKIPPING TRANSFERS .  A
trust had become irrevocable upon the death of the grantor
in 1976.  The trust had three income beneficiaries with one
beneficiary receiving priority in distributions.  That
beneficiary had the power to appoint trust principal or
income to the beneficiary's living issue and appointed trust
principal to the other beneficiaries in trust, with the second
trust to run no more than 21 years after the death of the
last current beneficiary to survive.  The IRS ruled that the
exercise of the power of appointment did not cause either
trust to be subject to GSTT.  Ltr. Rul. 9137013 ,
June 13, 1991.
FEDERAL INCOME
TAXATION
ALTERNATIVE MINIMUM TAX .  For 1985,
the taxpayers had investment interest expenses in excess of
net investment income, which did not included capital
gains, and a regular tax liability of zero.  In calculating
alternative minimum tax, the taxpayers included additional
investment interest expense as a deduction by including
capital gains in the amount of qualified net investment
income, which set the limit for the deduction for
alternative minimum tax purposes.  The court held that the
limitation on investment interest expense deduction in
Section 163 also applied to limit the amount of
investment interest deduction allowed for alternative
minimum tax purposes.  Frist v. U.S., 91-2 U . S .
Tax Cas. (CCH) ¶ 50,434 (M.D. Tenn. 1991).
COURT AWARDS AND SETTLEMENTS.
The taxpayer was awarded damages in an age
discrimination suit under the Age Discrimination in
Employment Act.  The court held that the award was
excludible from the taxpayer's income and was not subject
to withholding for federal or state income tax purposes.
Redfield v. Insurance Co. of North America,
940 F.2d 542 (9th Cir. 1991).
ENERGY CREDIT.  The taxpayers claimed an
energy credit under I.R.C. § 23 for a water source heat
pump.  The IRS denied the credit under Treas. Reg. §
1.44C-2(h) because the water source did not have a
temperature exceeding 50 degrees Celsius.  The taxpayers
attacked the 50 degree requirement as exceeding the
authority of the statute.  The court held that the 50 degree
requirement was reasonable.  Hopkins v. U.S., 91 -2
U.S. Tax Cas. (CCH) ¶ 50,428 (W.D. Va.
1991) .
EMPLOYEE BENEFITS.  The IRS has issued
proposed regulations governing the exclusion of working
condition fringe benefits excludible from income for
governmental employees and volunteers for governmental
units.  56 Fed. Reg. 48465 (Sept. 25, 1991).
INTEREST.  The taxpayer received an interest-free
loan from a parent and claimed an interest deduction based
upon the imputed interest rule established by Dickman v .
Comm'r, 465 U.S. 330 (1984), arguing that because the
lender may be liable for gift tax on the imputed interest,
the borrower may take a deduction for the same imputed
interest.  The court held that the taxpayer could not take a
deduction for interest where the taxpayer did not pay any
interest on the loan.  Winter v. U.S., 91-2 U . S .
Tax Cas. (CCH) ¶ 50,436 (Cls. Ct. 1991).
PARTNERSHIPS
TRANSACTIONS WITH PARTNERS.  A general
partner sold real property to the partner's limited
partnership and charged consulting fees and points for the
transaction.  The court held that the fees and points were
ordinary income because the partner failed to prove that the
amounts were part of the purchase price.  Meunier v .
Comm'r, T.C. Memo. 1991-446.
REFUNDS .  The taxpayer had claimed the losses
from stock trading as business losses but the losses were
disallowed after a jury found that the stock trading was not
a trade or business.  On appeal, the appellate court upheld
the jury verdict but remanded the case for a determination
as to whether the taxpayer was entitled to deduct the losses
as capital losses.  On remand, the IRS agreed to allow the
taxpayer to deduct the losses as capital losses and the court
allowed the taxpayer to include in the refund claim the
deduction of the losses as capital losses.  The court,
however, denied the taxpayer's request for carryover of the
unused losses to subsequent taxable years because the
taxpayer had not provided information about those taxable
years.  The court held that the taxpayer would be allowed
to file additional claims for refunds once such information
was provided.  Huli v. IRS, 91-2 U.S. Tax Cas .
(CCH) ¶ 50,440 (S.D. N.Y. 1991), on rem.
from , 872 F.2d 22 (2d Cir. 1989).
RETIREMENT PLANS.  The IRS has issued final
regulations-
(1) implementing the I.R.C. § 401(a)(4) requirement
that contributions or benefits provided under a tax-qualified
retirement plan not discriminate in favor of highly
compensated employees;
(2) relating to the scope and meaning of the term
"compensation" under Section 414(s) for tax-qualified
retirement plans;
(3) relating to the $200,000 compensation limit under
Section 401(a)(17) for tax-qualified retirement plans; and
(4) relating to the minimum coverage requirements of
Section 410(b) for tax-qualified retirement plans. 56 Fed.
Reg. 47524 et seq. (September 19, 1991).
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STATUTE OF LIMITATIONS.  The taxpayer
executed an agreement with the IRS under I.R.C. § 183 to
extend the limitation period on assessment of tax in order
to postpone the determination as to whether the taxpayer's
auto restoration business was entered into for profit.  The
taxpayer agreed to another extension but argued in court
that the second extension was not valid because Section
183 does not authorize the additional extension and the
second extension was made after expiration of the
limitation on assessments.  The court held that the second
extension was valid in that the assessment limitation was
extended by the Section 183 extension.  Crawford v .
Comm'r, 97 T.C. No. 20 (1991).
PRODUCTS LIABILITY
HERBICIDES.  The plaintiff sued the defendant, the
seller of a lawn herbicide, for damages resulting from
application of the herbicide "Tee Time" on 900 lawns.
The plaintiff alleged that the sale of the unregistered
herbicide was negligence because the sale violated the
registration law.  The court held that the violation of the
registration law was not negligence because the violation
was not a proximate cause of the injury.  The plaintiffs
also alleged that the defendant was liable for
misrepresenting the safety of the herbicide, a violation of
Wash. Code § 17.21.150.  The court held that this statute
applied only to misrepresentations made by applicators and
not to the defendant retailer.  The plaintiff also alleged that
the defendant violated the Washington Consumer
Protection Act (CPA) in failing to inform the plaintiff that
an earlier customer of the defendant had suffered injury to
lawns from application of the herbicide.  The court held
that although the misrepresentations were made to only the
plaintiff, the defendant's use of the misrepresentation in a
standard sale presentation was sufficiently public to
support an action under the CPA.  Finally, the court
upheld rejection of summary judgment on the issue of
whether a disclaimer of warranty was effective, where the
plaintiff alleged that the disclaimer was not bargained for,
even though the disclaimer stated that it was bargained for.
Potter v. Wilbur-Ellis Co., 814 P.2d 6 7 5
(Wash. Ct. App. 1991).
PROPERTY
EASEMENTS .  The plaintiffs owned an easement
over the defendant's land which was used to regulate the
flow of water and carry electricity lines used in operating
the plaintiffs' cranberry bogs.  The defendant had proposed
moving a penstock to a nearby canal and placing the
electrical lines below ground.  The plaintiffs argued that
the easement prohibited the defendant from moving the
equipment without the plaintiffs' permission.  The trial
court allowed the changes sought by the defendant but
provided that if the changes caused any impairment of the
plaintiffs' rights, the defendant would be required to
accommodate the plaintiffs' needs.  The appellate court
vacated the trial court judgment because the evidence was
inconclusive that the changes were sufficiently warranted
not to cause disruption of the water service to the
plaintiffs.  Lowell v. Piper, 575 N.E.2d 1 1 5 9
(Mass. Ct. App. 1991).
SECURED
TRANSACTIONS
DESCRIPTION OF COLLATERAL.  The
debtor granted a bank a security interest in growing crops
and the security agreement described the land on which the
crops were growing as crops growing "in and around"
several sections of land; however, the debtor had crops
growing on only one of the listed sections.  The court held
that the security agreement description of the land was
insufficient to perfect a security interest in the crops
growing on the sections not listed in the security
agreement.  In re Burkart Farm & Livestock, 9 3 8
F.2d 1114 (10th Cir. 1991).
STATE REGULATION OF
AGRICULTURE
ANTITRUST.  The plaintiff operated as a milk
hauler and had an oral contract to haul milk for the
defendant cooperative.  After the co-op became disatisfied
with the plaintiff's performance, the co-op agreed to have
its members' milk hauled by a former employee of the
plaintiff.  The new hauler hauled only milk from the co-
op's members.  The plaintiff alleged that the contract with
the former employee violated the Minnesota Antitrust law
as a "contract, combination or conspiracy between two or
more persons in unreasonable restraint of trade."  Minn.
Stat. § 325D.51.  The court held that the contract did not
restrain trade in that the addition of a new hauler in the area
actually increased competition and did not single out the
plaintiff for exclusion.  Hough Transit v. National
Farmers Org., 472 N.W.2d 358 (Minn. C t .
App. 1991).
MILK.  The plaintiffs challenged an order of the
Pennsylvania Milk Marketing Board which fixed prices
under a marketing order.  The plaintiffs argued that 31 Pa.
Stat. § 700j-801 required the board to consider evidence of
actual income from sales by dealers.  The court held that
the Board did not abuse its discretion in not requiring
evidence of actual income from aggregate sales.  Babac
v. Milk Marketing Board, 593 A.2d 1337 (Pa.
Cmwlth. 1991).
WATER.  The plaintiffs were land owners who also
owned water rights appurtenant to the land which were
managed by the defendant irrigation district.  The defendant
adopted a resolution giving water priorities to users for the
use of frost protection.  The priority could result in
interruption of water service to other water users.  The
plaintiffs argued that the irrigation district did not have the
authority to give some water users priority over other
users.  The court held that the preference given to frost
protection water users violated the plaintiff's water rights
in that the preference violated the first in time, first in
right rule and was discriminatory. Neubert v. Yakima-
Tieton Irrigation Dist., 814 P.2d 199 (Wash.
1991) .
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TORTS
INTERFERENCE WITH BUSINESS .  The
plaintiff operated as a milk hauler and had an oral contract
to haul milk for the defendant cooperative.  After the co-op
became disatisfied with the plaintiff's performance, the co-
op agreed to have its members' milk hauled by a former
employee of the plaintiff.  The plaintiff alleged that the
defendant interferred with the plaintiff's milk hauling
contract.  The court held that the defendant cannot be liable
for interferring with its own contract and had a right to
cancel the contract at will.  Similarly, the defendant was
not liable for the breaking of the employment relationship
of the driver and the plaintiff because the employment was
at will.  In addition, the plaintiff presented no evidence that
the defendant enticed the employee away from the plaintiff.
Hough Transit v. National Farmers Org., 4 7 2
N.W.2d 358 (Minn. Ct. App. 1991).
CITATION UPDATES
Krabbenhoft v. Comm'r, 939 F.2d 529 (8th
Cir. 1991), aff'g, 94 T.C. 887 (1990)  (below
market interest rate loans), see p. 148 supra.
Petroleum Corp. of Texas v. U.S., 939 F.2d
1165 (5th Cir. 1991), rev'g and rem'g , 90 -2
U.S. Tax Cas. (CCH) ¶ 50,395 (N.D. Tex .
1990) (taxation of liquidation of corporation), see p. 166
supra.
First M&F Corp. v. U.S., 767 F. Supp.
792 (N.D. Miss. 1991) (corporate interest) see p. 142
supra.
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